1. To facilitate the fl ow of information within the organization.
2. To integrate organizational behavior across different parts of the organization so the behavior is coordinated (Duncan, 1979 ; see also Stanford, 2007 for a similar defi nition).
Organizational structure and its connection to strategy are core components of the organizational design process.
The organizational design defi nition presented in this case is simplifi ed; scholars tend to defi ne organizational design more broadly. For scholars, organizational design often refers to all aspects of the relationship between the organizational work and the employee (Sandler, 1974) . This relationship includes organizational strategy and structure as well as more granular issues such as work processes and leadership (e.g., see Burton, DeSanctis and Obel, 2006; Nadler, Tushman and Nadler, 1997) .
In fact, it is the organizational design process-specifi cally the structuring processthat is the pivotal connector between the business of the organization (e.g., top-level leadership and organizational strategy and goals) and the other forms of HR support (e.g., workfl ow process design, selection, development and compensation).
An example of this connection is provided through an integrated management system known as requisite organization. One implementation map of requisite organization involves an eight-step process:
Step Process 1
Build the senior leadership team.
2
Design the organizational strategy.
3
Determine the structure needed to implement the strategy.
4
Design the working relationships between functions.
5
Ensure people are in the right roles for now and in the future.
6
Manage performance; ensure that managers are skilled at managerial leadership.
7
Strengthen the role of managers who are responsible for managing other managers.
8
Build the compensation system.
Adapted from Dutrisac, Koplowitz and Shepard (2007) .
This case focuses on how to determine the structure needed to implement strategy and set the foundation for other HR processes.
The HR practitioner's main role in the organizational design process is that of partner. There are three core aspects of this partnering relationship:
1. To provide leaders with structural diagnosis through identifi cation of the root causes of organizational performance issues.
2.
To help leaders evaluate a range of design options by offering clear design criteria.
3. To ensure that leaders align their organizational design decisions to short-term and long-term strategic goals by identifying critical organizational activities and current areas of strength and weakness (Corporate Executive Board, 2009 ).
With these aspects of the relationship in mind, the HR practitioner best contributes to the partnership by:
 Providing tools that measure the current internal and external environment and current organizational structure.
 Offering knowledge of various organizational structures, including the pros and cons associated with each structure.
 Reinforcing that leaders consider strategy as a cornerstone in their design and structure decisions.
These activities represent the strategic role of HR, encouraging HR professionals to engage with others in the organization to create the right culture and build the right organization (SHRM, 2007) .
Most of the HR practitioner's organizational design work occurs when an organization's design needs to be revisited or redesigned because changes in the competitive environment require changes for the organization and its goals; a redesign may be needed to maintain or achieve alignment (Nadler, Tushman, & Nadler, 1997) .
In fact, it is critical to identify the current organizational strategy and the internal and external environment of the organization to develop the structure. Structures must fi t the current and future environment of an organization. Reorganization is needed when the current structure does not align with the situation (Bolman and Deal, 2003) . To understand the current and future organizational strategy, it is essential that the OD consultant, whether internal or external, has access and input into the knowledge gained through senior leadership decisions regarding organizational direction. The OD consultant must have the available scope to identify the number of items that go into organizational design decisions (Robinson & Robinson, 2005) .
The fi rst step to determine the most appropriate organizational design is to identify aspects of the organizational environment. A large component of the internal environment is determining where an organization is in the organizational life cycle. Organizational life cycle models depict stages where an organization is born, develops, grows, matures and dies.
One of the more delineated models of the organizational life cycle is summarized on the following page.
Passage organization Description courtship
■ There is no organization.
■ Founders are in love with an idea.
Infant
■ Very busy doing.
■ Risk is introduced.
■ Focus is on short-term results.
■ Idea generation is no longer vital.
Go-go
■ Moves fast and often intuitively.
■ Danger of having too many opportunities viewed as priorities.
■ Short-term focused but with vision.
■ Founders may be using strategies that are no longer effi cient. ■ Organization is dissolved.
Adapted from Adizes (1979) .
There are no guarantees that an organization will make it from one stage to the next. In fact, one of the key opportunities for an OD consultant is to recognize indicators that suggest an organization is in a risky or an unhealthy stage and aid in making adjustments. One example might be the recognition that an organization has extreme levels of formalization (e.g., an inappropriate desire for everything to be written) as part of a greater overall syndrome. Reverence for documentation might suggest that an organization is in the bureaucracy phase, which would place it at risk of death. An OD consultant could help redirect the organization to a healthier stage.
In addition to the organization's life cycle, other aspects of the organizational environment should be considered for organizational design or redesign (Duncan, 1979) .
Internal environment external environment
Organizational goals
Talent management strategy
Cross-functional cooperation and confl ict
Customer and client profi les
Suppliers' profi les
Competitors' profi les Sociopolitical environment
Industry technology environment
Adapted from Duncan (1979) .
The above list is intended to be overly inclusive (Duncan, 1979) . Each organization will have varying environmental factors that infl uence decision-making. Ideally, the OD consultant will ask questions (e.g., "What are your strategies?", "Who are your key clients?", "How is your competitive environment changing?") about the most relevant environmental demands or will identify those key demands through direct client focus.
meaSUrING tHe cUrreNt orGaNIZatIoNaL StrUctUre
An analysis of an organization's internal and external environment is necessary when deciding what structure will best aid the organization.
Understanding of the internal environment is achieved through the measurement of the following structural dimensions:
Structural Dimension Description Specialization
Degree to which an organization's activities are divided into specialized roles.
Standardization
Degree to which an organization has standard rules or procedures.
Formalization
Degree to which instructions and procedures are written down.
centralization
Degree to which the authority to make certain decisions is located at the top of the management hierarchy.
confi guration
The shape of the role structure of the organization. This includes:
 Chain of command: the number of vertical levels or layers on the organizational chart.
 Span of control: the number of direct reports per manager; number of horizontal levels or layers on the organizational chart.
Adapted from Pugh (1973) .
These dimensions are usually measured through a survey and subsequent analysis. It should be noted that in measuring the internal organization, the question then arises, "What level for each dimension is appropriate?" It is important to understand that the structural dimensions are more for comparison purposes rather than overall intensity measurement. These dimensions are especially useful in defi ning a profi le for where an organization may be in terms of:
 Self-perception of culture.
 External perception by clients and customers.
 External comparisons to competitors.
 External perceptions by potential partners.
Understanding of the external environment is achieved through the measurement of contextual factors:
contextual Factor Description origin and history
Whether an organization was privately founded; the kinds of changes in ownership, location and other related changes the organization has experienced.
ownership and control
Type of ownership (e.g., private or public). Is control divided among a few individuals or spread among many individuals?
Size
Number of employees, net assets and market position.
charter Nature and range of goods and services.
technology Degree of integration achieved in an organization's work processes.
Location
Number of geographically dispersed operating sites.
Interdependence
Extent to which an organization depends on customers, suppliers, trade unions, any owning groups or other related entities.
Contextual dimensions help formulate a better understanding of the external environment and the relationship between the internal and external environment.
Once the structural dimensions and contextual factors have been examined and the connection between an organization's structure and strategy is understood, the OD consultant can consider alternatives for solution design. The art of organizational design is assessing the essential aspects of the environment and their meaning for the organization's future. Translating those aspects into the right structure is critical to building results like increases in effi ciency and cost avoidance. There is no one best structure, and the consultant's decisions depend on the supporting evidence for each organization.
moDeLS oF orGaNIZatIoNaL StrUctUre
As stated above, there is no one best organizational structure; however, several forms have emerged over time. Most current thought leaders address the vertical and horizontal structures (at a minimum). Much of the following summaries of vertical, vertical and horizontal, and open boundary structures are adapted from Anand and Daft (2007) .
Vertical Structures (Functional and Divisional)
Two main types of vertical structure exist, functional and divisional. The functional structure divides work and employees of the organization by specialization of activity. For example, all HR professionals are part of the same function and report to a senior leader of the HR function. The same reporting process would be true for other functions, such as fi nance or operations. A functional structure provides the advantage of having technical expertise located in one place. The structure tends to be resistant to change, though, and cross-functional activity is more diffi cult to promote. The work of one organization is divided by specialization of activity.
Functional
In a divisional structure, work and employees are most often divided by output, although a divisional structure could be divided by another variable such as geography. An example of a divisional structure would be a food manufacturer that divides work and employees by the type of food product. The candy division would have an entire staff (e.g., HR, fi nance and operations staff), while the frozen foods division would have an entirely different staff (e.g., HR, fi nance and operations staff). The divisional structure provides more focus and fl exibility on each division's core competency and allows for more coordination than the functional structure. In a divisional structure, however, there is less interaction between employees with similar technical career paths; there are no centers of excellence. A divisional structure can also result in a loss of effi ciency and duplication of effort because each division needs to acquire the same resources.
Divisional
The work of one organization is divided by output. 
Vertical and Horizontal Structure (Matrix)
As a solution for some of the issues found in the functional structure, matrix structures are sometimes used. A matrix structure combines the functional structure with the divisional structure and creates a dual-command situation. An example of a matrix structure would be a clothing manufacturer that divides work and employees by function, but also arranges employees to have accountability to a geographical manager. The major advantage of the matrix organization is that it creates a functional and divisional partnership, and the intent of the structure is to focus on the work more than the people. The common disadvantage for matrix structures is that it is hard to manage. The matrix structure also requires greater interpersonal competency by organizational staff. These disadvantages can be exacerbated in situations where the matrix goes beyond two-dimensional (e.g., a function's employees report to two different managers) to multi-dimensional (e.g., a function's employees report to more than two different managers).
Matrix
The work of one organization combines a functional and divisional structure. 
Open Boundary Structures (Hollow, Modular and Virtual)
More recent trends in structural forms remove the traditional boundaries of an organization. Structures using this "boundary-less" concept include the hollow, modular and virtual organizations (Anand & Daft, 2007) . Please note that in the following charts, distinctions between organizations and size of work are depicted through the use of "encompassing" boxes and alterations to the size of individual graphics.
Hollow structures divide work and employees by core and non-core competencies. Hollow structures are an outsourcing model. The organization maintains its core processes internally but outsources non-core processes. Key to this model is that work processes are the point of decision. For this model to succeed, incentives must be aligned between the organization and the outsourcing organizations. Hollow structures are most effective when the industry is price competitive and there are enough choices for outsourcing. An example of a hollow structure is a sports organization that has its HR functions (e.g., payroll and benefi ts) handled by outside organizations.
Consideration of organizational environment remains crucial in open boundary models. For example, some industries cannot outsource non-core processes due to government regulation (for example, health insurance organizations may face considerable problems in outsourcing Medicare processes). In some cases, the potential for outsourcing may have to be negotiated with a union.
Hollow
The work processes of one organization are split between internal employees and outsourced organizations. Modular structures differ from hollow organizations in that components of a product are outsourced. Modular structures may keep a core part of the product in-house and outsource non-core portions of the product. An example of a modular structure is a headwear manufacturer that outsources hat knitting, purchases the pre-shaped hat and then applies specialized embroidery in-house before placing the headwear on the market. Modular structures can help with effi ciency and speed and may lead to increases in quality. For the modular structure to be an option, the product must be able to be broken into chunks.
In a modular structure, risk occurs if the parent organization removes itself from the quality check on the end product or if the outsourced organization uses a second outsourced organization. In those cases, the reputation of the parent organization may be compromised if the product quality is jeopardized and the name of the parent organization appears on the product.
Modular
The work product of one organization is split between internal employees and outsourced organizations. Virtual structures are collaboration organizations. Partnerships are formed with external organizations-often competitors-that complement one another's competence. These structures are created to respond to an exceptional and often temporary marketing opportunity. An example of a virtual structure is an environmental conservancy where multiple organizations provide employees to a virtual organization to save, for example, a historical site, possibly with the intent of economic gain for the partner organizations. Virtual structures require increased communication. Two potential drawbacks to virtual structures are a lack of trust between organizations and a lack of organizational identifi cation among employees. In the conservancy example, the lack of trust may lead to competition instead of cooperation, and employees in the virtual structure may lack a common goal, possibly jeopardizing the opportunity for success.
Virtual
The work and employees of two organizations are combined to form a partnership. Other structures exist beyond those reviewed here. As noted with the matrix structure, creation of a new structure may be appropriate. It is the OD consultant's responsibility to identify and propose the best structure to fi t a particular situation.
moDeLS to aPPLY StrUctUre PrINcIPLeS to orGaNIZatIoNaL DeSIGN
An OD consultant needs models and tools to guide an initiative with a client. In organizational design consulting, the types of information a consultant wants to obtain and present relate to the previous content in this module. That information helps determine the fi t of the current structure, possible redesigns and the link to organizational strategy. Many different models and tools exist or could be created to help with organizational design. Two of the more popular diagnostic models are briefl y covered here. Goold and Campbell (2002) reviewed how organizational executives make design decisions and created nine tests of organizational design. The tests are questions for the consultant to ask the organizational executive and for the organizational executive to then decide whether a possible design meets the standards. Four of the tests are related to fi t, and the remaining tests are related to good design. The tests are summarized below. Flexibility Does your design facilitate the development of new strategies and provide the fl exibility required to adapt to change?
Goold and Campbell's Toolkit
Adapted from Goold & Campbell (2002) .
The Goold and Campbell tests of organizational design help balance the right amount of hierarchy, control and process into organizational structure.
Structured Exercise
YoUr roLe aND tHe orGaNIZatIoN Your organization currently has several client projects underway. You have been assigned to one of those projects. As part of your work, you are expected to:
1. By using organization design models, analyze the situation associated with the consulting engagement to which you are assigned.
2. Form recommendations for the design/redesign of the structure associated with the particular consulting engagement.
3. Participate in the internal review meeting discussion about the recommendations, including the similarities and differences between the consulting engagements undertaken by each of the student groups or individual students. 3. Collect as much information as you can to answer questions related to the organizational design. Some of the information may include evidence of organizational strategy, stage in the organizational life cycle, internal environment, external environment, structural dimensions and contextual dimensions. Use the "Organizational Design Consulting Survey" to capture information related to your client.
4.
Once you have collected suffi cient information about the organization, brainstorm design models that might fi t with the organization's strategy.
5.
Form your recommendations about organizational design. Note the reasons and risks associated with your recommendations. Use the "Organizational Design Recommendation Form" to capture the recommendations for your client.
6. Prepare your presentation for the internal review meeting. This should consist of speaking notes (either in a text document or in graphical presentation form) that summarize information related to the selected organization, and recommendations and supporting evidence. You may use the "Internal Review Meeting Preparation Form" to organize your speaking notes, or you can create your own template.
orGaNIZatIoNaL DeSIGN recommeNDatIoN Form
Use this form to record your recommendations for organizational design for your client organization. Also, feel free to use the organizational design models presented in the module to help defi ne your ideas for this form.
Strategic mission and goals of client organization 
